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2ate veductions and Caps The tlmois rasiructuring legislaticn aiso provided a 15% residential base
rate reduction effective august 1, 1998 with an additional 5% residential base rate reduction to be
wmcierwnted in October 2oowﬁotwwthstandmg the rate reduction and subject to certain earnings
tests a rate freeze will gererally be i effect until at least January 1, 2005. A utility mav requiest
arate increase durmg the rate freeze neriod only when necessary to ensure the uttlity’s financial
-nab:htllu nder the iliinois restructuring legislation. if the sarmed return on common squity of a
utility during this peried exceeds an established threshold, ene-haif of the excess sarnings must
se refunded to custemers. The threshoid rate of return on common equity is based on the 30-vea:
Trzasury Bond rate plus 8.5% in the years 2000 through 2004. Earnings for purposes of ComeEd's
rate cap mclude ComeEd's net income calculated in accordance with generally accepted accounting
principles and may imclude accelerated amortization of regulatory assets and the amortization of
qoodwill As a rasuit of the fllinois restructuring legisiation, ComEd has recerded a 5335 millien
requlatory asset that it expects to fully recover and amertize by the end of 2003. The utility’s earned
ratura on commaon equity and the threshold return on common equity far CameEd are 2ach calew-
ated on a two-year average basis. The earnings sharing provision is applicable only to ComEd’s
earmings Comid did not trigger in 2000 and does not currently expect to trigger the earnings
sharing provisions of the lilinois restructuring legislation in the years 2001 thraugh 2004,

PECO In zco0, the phased process to implement competition in the electric industry continued as
mandated by the requirements of the PUC's Final Restructuring Order.

Custarner Choice The PUC's Final Restructuring Order provided for the phase-in of custemer cheice
aof electric generation supplier (EGS) for all customers: ane-third of the peak load of each customar
class on January 1,1999; one-third on January 2,1999: and the remaining one-third on lanuary 1,
2000, The Final Restructunng Order also established market share thresholds to ensure that a
minimum number of residential and commercial customers choose an EGS or a PECO affiliate
Fless than 35% and 50% of residential and commercial customers have chosen an EGS. including
residential customers assigned to an EGS as a provider of last resort default supplier, by lanuary 1.
zo01and January 1, 2003, respectively, the number of customers sufficient to meet the nacessary
tareshold levels shall be randomiy selected and assigned to an EGS through a PUC-determied
aracess On Jaruary 12007 the 35% threshold was met for all three customer classes as a result of
_\gueeme-‘.tj assignmg customers fo New Power Company and Grean Meuntam as providars of last
resori default service. At Derember 31. 2000, approximately 18% of PECO's residential load. 45 ofits
commercial load and 12% <f its mduystrial ioad were purchasing generation from an alternatve
generation supplier

Rate Reductions and Caps Under the Final Restructuring Crder. retail electric raies weve cappes at
vaar-end 1996 levels (system-wide average of 9.96 cents/kilowatt-hour (kwhs) through June 2005,
The rmm Restructuning Order required PECO o reduce its retadl elecinc rates by 8% from the ;gjf,
systant wide average *ate on January 1, 1agg. This rate reduction decreased to €% on January 1 200
wnti January ¢ 2001 Tne ransmission and distribution rate component were capued at a svsiem
wide average rate of 2.98 cents/kwh through june 3o, 2005 Additionally, generation rate caps,
defired as the sum of the apphicable transition charge and enerqy and capacity charge, will remain
neffect through 2o

Om kAarch 15,2000, the PUC issted an order authonizing PECO o securitize up to an addinionai
© billion of its aurhorized stranded cost recovery In accordance with the tevms of that order PECC
will pravide 1ts vetail customers with rate reductions in the total amount of s6o million beginning
onjanuary 1, 2001. This rate reduction will be eifective for calendar year 2001 oniy
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